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SUBJECT: CIV AIR - GOJ NOTE ON TRANSPACIFIC CARGO FARES 

REF : TOKYO 18629 

1 . IMPLICATION OF JAPANESE NOTE CITED REFTEL IS THAT 
JCAB AUTHORITY IS LIMITED TO APPROVING FARES AND RATES 
ALREADY UNANIMOUSLY AGREED TO BY AIRLINES CONCERNED. 

IS THIS TRUE? 

2. PROPOSED RESPONSE BELOW IS COUCHED AS NOTE SINCE 
JAPANESE NOTE REQUESTED FORMAL REPLY. HOWEVER, EMBASSY 
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MAY PREFER RESPOND LESS FORMALLY, PERHAPS ORALLY. 

3. TEXT OF PROPOSED RESPONSE: 

QUOTE: THE EMBASSY REFERS TO THE MINISTRY'S NOTE OF 
DECEMBER 15 REGARDING TRANSPACIFIC CARGO RATES. 
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THE AERONAUTICAL AUTHORITIES OF THE UNITED STATES 
SUSPEND FARES AND RATES PROPOSED BY INDIVIDUAL AIRLINES 
FOR INTERNATIONAL AIR TRANSPORTATION ONLY IF THEY 
BELIEVE THEY MAY BE UNLAWFUL, AND THEY ORDER THEM 
CANCELLED, FOLLOWING INVESTIGATION, ONLY IF THEY FIND 

THEM TO BE UNIUST OR UNREASONABLE, OR UNIUSTLY DISCRIMI- 
NATORY, OR UNDULY PREFERENTIAL, OR UNDULY PREIUDICIAL. 
SIMILARLY, THEY DISAPPROVE AIRLINE AGREEMENTS ON 
INTERNATIONAL FARES AND RATES ONLY IF THEY FIND THEM TO 
BE ADVERSE TO THE PUBLIC INTEREST OR CONTRARY TO THE 
RELEVANT LAW. THE FACT THAT OTHER AIRLINES ARE OFFERING 
A DIFFERENT FARE OR RATE FOR THE SAME SERVICE DOES NOT 
OF ITSELF MAKE A FARE OR RATE UNLAWFUL, SO MORE THAN 
ONE FARE OR RATE CAN BE IN EFFECT AT THE SAME TIME, 
ALTHOUGH MARKET PRESSURES TEND TO MAKE SUCH A SITUATION 
SHORT-LIVED, TO THE BENEFIT OF THE CONSUMER. 

IN THE PRESENT SITUATION THE U.S. AUTHORITIES HAVE 
ALREADY APPROVED THE SO-CALLED SAN DIEGO I AT A AGREEMENT 
AND ARE NOW CONSIDERING THE RECENT INDEPENDENT FILING 
BY NORTHWEST AIRLINES. WHILE COMPLAINTS HAVE BEEN 
ENTERED AGAINST THE NORTHWEST PROPOSAL, IT IS QUITE 
POSSIBLE THAT THEY WILL BE DISMISSED, AND THE NORTHWEST 
FILING ALLOWED TO COME INTO EFFECT. UNQUOTE. 

4. WHILE WE WOULD NOT WANT IT TO BE PUT IN WRITING 
SINCE A FINAL DECISION HAS NOT BEEN TAKEN, EMBASSY MAY 
INFORM JAPANESE ORALLY THAT IT ANTICIPATES THAT CAB 
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WILL IN FACT REFUSE TO ACT AGAINST NORTHWEST FILING. 

SINCE THE DIFFERENCES FROM THE SAN DIEGO AGREEMENT ARE 
SMALL, IT IS DIFFICULT TO UNDERSTAND THE JAPANESE 
CONCERN. THE RATE ADVANTAGE PROPOSED FOR CONTAINER 
SHIPMENTS ALREADY EXISTS IN THE STATUS QUO, PREVIOUSLY 
APPROVED BY BOTH GOVERNMENTS, AND IT APPEARS TO REFLECT 
REAL COST DIFFERENCES. BOARD WOULD BE PLEASED TO 
CONSIDER ANY FURTHER ARGUMENTS JAPANESE MAY WISH TO 
MAKE THROUGH THE EMBASSY. VISIT BY JAPANESE TARIFF 
EXPERTS WOULD NOT APPEAR NECESSARY AT THIS STAGE. 
KISSINGER 
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